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Honourable  Ed  Stelmach 
Minister  of  Agriculture 
208  Legislature  Building 
Edmonton,  Alberta 
T5K  2B6 

Dear  Sir: 

I  have  the  privilege  of  presenting  you  the  Annual  Report  of  the  Alberta  Dairy  Control 
Board  for  the  year  ended  March  31,  1998. 


JPH:mu 


ANNUAL  REPORT 
of  the 

ALBERTA  DAIRY  CONTROL  BOARD 
for  the  fiscal  year 
ended  March  31, 1998 


CHAIRMAN'S  MESSAGE 


We  are  pleased  to  present  our  Alberta  Dairy  Control  Board  Annual  Report  for  the  fiscal  year 
ended  March  31.  1998.  This  report  provides  the  latest  financial  statements,  which  have  been 
audited  by  the  Auditor  General  of  Alberta,  and  a  summary  of  our  yearly  activities. 

The  many  changes  brought  on  by  the  World  Trade  Organization  trade  rules  back  in  1 995 
presented  a  major  challenge  for  the  dairy  industry.  The  national  milk  marketing  plan  was  forced 
to  move  from  a  supply  managed  system  to  one  of  orderly  marketing.  The  Alberta  Dairy  Board  as 
a  signatory  to  the  National  Plan,  was  actively  involved  in  all  aspects  of  the  changes  to  the 
national  system. 

The  Optional  Export  Program  was  implemented  to  provide  an  alternative  milk  source 
outside  of  the  traditional  quota  system.  Processors  who  wish  to  enter  or  expand  operations  in  the 
long-term  export  market  are  encouraged  by  new  policies  to  bid  for  incremental  milk  produced  on 
an  individual  farm  basis.  The  initial  success  of  these  programs  is  very  encouraging  and  the 
Alberta  Dairy  Board  will  continue  to  serve  producers  and  processors  to  access  milk  and  new- 
market  driven  opportunities. 

The  Western  Milk  Pool  has  now  been  operating  for  just  over  a  year.  Producers  from  the  four 
western  provinces  agreed  to  an  interprovincial  agreement  which  pools  all  returns  from  the 
marketplace.  This  agreement  endeavours  to  insulate  producers  from  the  huge  quota,  income  and 
production  changes  associated  with  processor  plant  closure  or  relocation  from  one  province  to 
another.  A  concentration  of  retail  marketing  on  a  national  basis  has  created  new  problems  and 
opportunities  for  the  farmer  who  can  no  longer  operate  on  a  pure  provincial  quota  basis.  The 
Alberta  Dairy  Board  acted  to  bring  about  these  changes  and  to  administer  the  program  on  an  on- 
going basis. 

We  extend  a  special  thanks  to  the  many  elected,  appointed  and  volunteer  individuals 
working  through  the  several  committees  and  organizations  all  directed  toward  continued  dairy 
industry  improvements.  There  is  no  doubt  we  all  have  a  common  goal  of  providing  consumers 
with  a  wide  spectrum  of  safe  high  quality  milk  products.  The  Alberta  Dairy  Board  is  continually 
challenged  to  keep  abreast  and  indeed  ahead  of  the  very  innovative  marketplace. 

All  the  Alberta  Dairy  Board  members  enthusiastically  accept  the  challenge  of  providing 
broad  based  citizen  input  to  the  many  decisions  we  are  called  upon  to  make.  We  are  proud  of  our 
track  record  in  providing  a  fair  and  balanced  approach  to  fulfilling  our  legislated  mandate. 

On  behalf  of  the  Board,  I  wish  to  thank  the  Honourable  Ed  Stelmach  and  his  colleagues  in 
government  for  their  on-going  support  of  the  Alberta  Dairy  Board  and  our  dairy  industry.  We  all 
recognize  the  uniqueness  of  the  dairy  industry  in  that  all  production  is  processed  within  the 
province  to  create  value-added  products  which  reach  local,  national  and  global  markets.  The 
economic  spin-off  from  the  dairy  industry  places  us  near  the  top  of  the  agriculture  community. 


The  Board  members  wish  to  convey  a  heart-felt  thank  you  to  the  dedicated  staff  members 
and  management  who  work  as  a  team  to  provide  the  best  of  client-focussed  service. 


Speaking  for  all,  staff  and  board  members,  we  reaffirm  our  commitment  of  providing  the 
best  service  to  producer  and  processor  stakeholders,  consumers  and  government.  We  must 
continually  strive  for  the  competitive  edge  if  the  dairy  industry  is  to  grow  and  prosper. 


James  P.  Heron,  Chairman 
Alberta  Dairy  Control  Board 
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AUTHORITY  AND  MANDATE 


The  Alberta  Dairy  Control  Board  is  a  Crown  corporation,  operating  under  the  authority  of 
the  Dairy  Board  Act.  The  Board's  purpose  is  to  control  and  regulate  the  sale  of  milk  in  Alberta. 
Board  responsibilities  cover  all  three  sectors  of  the  dairy  industry  including  fluid  milk,  industrial 
milk  and  cream. 

The  Board's  membership  consists  of  one  active  dairy  producer,  a  former  producer,  a  former 
processor,  a  consumer  representative  and  a  full-time  chairman.  The  chairman  reports  directly  to 
the  Minister  of  Agriculture,  Food  and  Rural  Development.  Ten  full-time  staff  members 
administer  dairy  policy  within  Alberta. 

The  Chairman  of  the  Alberta  Dairy  Control  Board  is  a  signatory  to  the  Comprehensive  Milk 
Marketing  Plan  (the  national  milk  marketing  plan  governing  the  production  of  industrial  milk  in 
Canada).  The  Board  has  accepted  the  responsibility  of  administering  market  share  quota, 
collecting  assessments  and  remitting  them  for  Alberta  producers.  James  Heron,  Chairman, 
represents  Alberta  on  the  Canadian  Milk  Supply  Management  Committee  (CMSMC).  The 
CMSMC  makes  recommendations  to  the  Canadian  Dairy  Commission  on  balancing  milk 
production  with  domestic  and  export  demand. 

Dairy  policies  are  developed  to  ensure  that  producers  and  processors  of  milk  and  cream  have 
an  opportunity  to  receive  a  fair  return  for  their  labour  and  investment.  Providing  consumers  with 
a  continuous  supply  of  high-quality  dairy  products  at  reasonable  prices  is  a  primary  objective. 

The  Board  is  responsible  for  setting  the  producers'  price  for  industrial  milk.  By  authority  of 
the  Dairy  Board  Act,  the  Energy  and  Utilities  Board  sets  the  producer  farm  gate  price  for  Class  1 
milk. 


REPORT  ON  OPERATIONS 


During  the  1997-98  fiscal  year,  the  Alberta  Dairy  Control  Board  met  its  objectives  and 
embraced  the  challenge  of  serving  the  often-competing  interests  of  all  dairy  industry 
stakeholders,  including  producers,  processors,  consumers  and  government.  The  dairy  industry 
continues  to  adapt  to  a  changing  marketplace  and  new  trade  realities. 

Key  Results 

Ministry  Goal:  Improved  access  to  domestic  and  world  markets 

The  Dairy  Board  focussed  efforts  towards  two  of  its  main  goals,  #4  "implementation  of  the 
Optional  Export  Program"  and  #5  "coordination  of  milk  marketing  within  the  western  region",  to 
support  the  ministry'  goal. 

•  The  Optional  Export  Program  was  negotiated  in  1996.  The  program  provides  a  dual  marketing 
opportunity  for  producers  and  processors.  New  export  markets  can  be  served  without 
encroaching  on  existing  domestic  markets  or  jeopardizing  the  traditional  quota  system.  The 
program  offers  the  Alberta  dairy  industry  a  clear  set  of  rules  under  which  growth  can  be 
achieved. 

Alberta  was  the  first  province  in  Canada  to  participate  in  an  Optional  Export  Program  contract 
and  has  lead  the  nation  in  administering  the  program  in  complete  compliance  with  the  national 
agreement. 

Successful  negotiations  at  the  national  level  through  the  Canadian  Milk  Supply  Management 
Committee  and  the  Canadian  Dairy  Commission  allowed  the  export  of  skim-off  butterfat.  This 
resulted  in  maintaining  the  size  of  the  dairy  industry  that  would  have  otherwise  been  reduced 
by  the  level  of  skim-off. 

•  Dairy  Board  goal  #5  "co-ordinate  milk  marketing  within  the  western  region"  contributed  to  the 
ministry  goal  of  improved  access  to  domestic  and  world  markets.  A  Western  Milk  Pooling 
agreement,  signed  March  1.  1997,  effectively  removed  the  final  interprovincial  barrier  to  trade 
in  the  dairy  industry. 

Plant  rationalization  and  specialization  has  occurred  as  a  result  of  successful  implementation. 
Producers  benefited  through  reduced  risk  of  large  changes  in  quota,  milk  utilization  and 
income.  Quota  can  be  moved  inter-provincially  within  certain  limits.  Price  changes  were 
coordinated  across  the  four  western  provinces.  Alberta's  Class  1  prices,  as  set  by  the  Energy 
and  Utilities  Board,  were  adapted  by  British  Columbia  and  Saskatchewan. 

Ministry  Goal:  Improved  industry  service,  quality  and  cost  competitiveness 

Dairy  Board  goal  #1  "act  as  the  industry  referee",  goal  #2  "audit  procedures  conducted  to  verify 
accurate  producer  payment"  and  goal  #6  "re-write  and  simplify  regulations  under  the  Dairy7 


Board  Act"  all  contributed  to  the  ministry  goal  and  dairy  industry  competitiveness. 

•  The  Dairy  Board  successfully  dealt  with  26  producer  and  one  processor  appeals.  A  client 
survey  conducted  in  1997  revealed  that  85  percent  of  producers  felt  the  Dairy  Board  should 
continue  its  role  as  an  appeal  body  for  the  dairy  industry. 

•  To  provide  assurance  to  producers  of  accurate  payment  and  to  processors  that  they  pay  the 
same  price  for  milk,  Class  1  sales  were  audited  at  all  fluid  plants.  Adjustments  were  made  for 
all  significant  findings.  Alberta's  audit  procedures  were  used  as  a  guideline  for  national  audit 
standards  for  the  Optional  Export  Program.  The  Canadian  Dairy  Commission  issued  a 
satisfactory  audit  report  after  reviewing  provincial  pooling  and  audit  practices.  The  audit 
program  was  reinforced  through  the  creation  of  an  audit  assistant  position. 

•  Dairy  Board  staff  participated  and  made  contributions  to  the  re-write  of  the  Dairy  Industry  Act 
and  regulations.  Consequential  amendments  are  expected  to  result  to  the  Dairy  Board  Act  and 
regulations  due  to  the  consolidation  of  all  marketing  related  issues  under  the  Dairy  Board  Act. 
The  process  continues  into  the  1998-99  fiscal  year. 

Ministry  Goal:  Increased  amount  of  value  added  to  industry  commodities,  products  and 

services 

•  Dairy  Board  policy  that  directs  milk  via  a  cascading  system  ensures  the  highest  value  added 
and  consequently  producer  income.  Without  exception,  processor  demand  was  met  for  milk  to 
be  processed  into  the  highest  value-added  products. 

Ministry  Goal:  Increased  diversity  of  industry  commodities,  products  and  serv  ices 

•  The  Dairy  Board  goal  #3  of  "deregulation  and  simplified  administrative  procedures"  was 
accomplished.  All  policies,  procedures,  guidelines  and  administrative  forms  have  been 
assessed  and  modified  where  appropriate  to  conform  to  plain  language  criteria. 

•  Meetings  were  held  throughout  the  province  as  a  means  of  informing  producers,  lenders, 
brokers,  processors  and  consultants  of  existing  tools  available  to  effectively  manage  their 
business  associated  with  Dairy  Board  areas  of  responsibility. 

•  Industry  stakeholders  participated  in  extensive  discussions  about  producer  security, 
transportation  policies,  skim-off,  component  pricing  and  Policy  Committee  membership. 

•  Producers  were  given  an  even  broader  range  of  alternatives  to  manage  quota  to  expected 
production.  Administrative  restrictions  on  the  Quota  Exchange,  quota  purchases  in  the  same 
year,  auction  sales  of  quota  were  all  removed.  In  addition,  a  highly  popular  quota  swap  policy 
was  implemented. 

Other  Highlights  in  1997-98 

•  Producer  numbers  decreased  from  1,058  to  977.  Only  38  producers  continue  to  deliver  farm 
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separated  cream.  Total  production  increased  1%,  exceeding  608  million  litres  with  a  gross 
farm  gate  value  of  nearly  $350  million.  Farm  size  continues  to  increase  with  average 
deliveries  up  9.55  percent  to  1.706  litres  per  day. 

•  The  Board  successfully  completed  the  twenty-third  year  of  operating  the  provincial  producer 
equalization  payment  pool.  Approximately  $29  million  in  monthly  payments  to  producers  are 
pooled  between  processors  to  equalize  producer  pay.  Alberta  also  participated  in  revenue 
sharing  within  the  Western  Milk  Pool  and  the  national  Special  Class  Pool. 

•  As  a  result  of  processor  specialization  and  plant  consolidation,  Alberta  processors 
manufacture  the  majority  of  Western  Canada's  ice  cream,  yogurt,  cottage  cheese  and  sour 
cream. 

•  Under  agreement  with  the  Dairy  Nutrition  Council  of  Alberta  and  Alberta  Milk  Producers, 
assessments  were  collected  for  nutrition  education,  promotion,  producer  association 
membership  and  research.  Temporary  assessments  of  producers  were  collected  and  paid  to 
compensate  losses  suffered  by  the  Holgerson  Dairies  bankruptcy.  The  cost  of  meeting  a  lower 
feta  cheese  was  offset  by  producer  assessment. 

•  The  Dairy  Board  operated  with  54  percent  of  revenue  generated  from  producers,  27  percent 
from  processors  and  1 9  percent  from  government.  Continued  computerization  and  efficiency 
improvements  have  allowed  the  Dairy  Board  assessments  to  remain  unchanged  since  1972. 

•  The  price  of  Class  1  milk  increased  to  $65.77  per  hectolitre  on  July  15,  1997,  an  increase 
triggered  primarily  by  higher  feed  costs.  At  the  federal  level,  the  target  price  for  industrial 
milk  was  increased  by  $2.05  per  hectolitre  on  February  1,  1998.  World  price  for  over-quota 
production  fluctuated  on  a  monthly  basis  with  a  high  of  $23.60  per  hectolitre  in  April  1997 
and  a  low  of  $19.58  per  hectolitre  in  March  1998.  The  Dairy  Board  issued  price  orders  on  a 
monthly  basis  in  response  to  the  price  changes  for  Class  5  milk  to  ensure  competitive  pricing 
and  market  responsiveness. 

As  the  dairy  industry  continues  to  evolve  and  meet  even  greater  challenges,  the  Dairy  Board  and 
its  staff  remain  committed  to  development  of  policies  in  consultation  with  industry  to  foster  a 
competitive,  market-driven  and  profitable  dairy  industry.  I  express  my  sincere  gratitude  to  the 
Dairy  Board  staff  team  who  are  dedicated  to  industry  improvement  and  have  demonstrated  an 
unwavering  focus  to  meet  the  needs  of  our  clients. 

Respectfully  submitted, 

Lloyd  Johnston 
Managing  Director 
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FINANCIAL  STATEMENT  HIGHLIGHTS 


The  financial  statements  for  the  fiscal  year  ending  March  31,  1998  saw  significant  changes  in 
presentation.  The  Board  implemented  a  change  in  accounting  policy  in  accordance  with  new 
accounting  guidelines  for  not-for-profit  agencies.  The  new  accounting  policy,  as  outlined  in  Note 
3,  resulted  in  externally  restricted  contributions  reported  as  revenue  in  the  period  in  which  the 
related  expenses  were  incurred.  These  contributions  were  reported  as  trust  assets  and  liabilities  in 
prior  years.  These  activities,  formerly  disclosed  in  a  schedule  to  the  financial  statements,  are  now 
included  in  Note  7.  This  change  had  the  effect  of  increasing  revenues  and  expenses  by 
$61,334,223.  This  new  accounting  policy  was  not  reflected  in  our  business  plan  and  therefore  was 
not  included  in  this  year's  budget.  The  new  policy  had  no  effect  on  the  Board's  budgeted  or 
actual  deficiency  of  revenue  over  expenses  for  the  year. 

The  deficiency  for  the  year  is  the  result  of  the  following  items: 

1)  The  feta  cheese  assistance  program,  as  outlined  in  Note  10,  was  terminated  on 
June  1,  1997.  At  the  end  of  the  year  payments  to  processors  exceeded  funding  from 
producers  (via  special  assessment)  by  $1 19,032.  This  deficiency  will  be  collected  from 
producers  in  the  1998/99  fiscal  year. 

2)  Investigative  costs  of  $7,308  represent  unusual  expenditures  which  are  to  be  funded  by  net 
assets. 

3)  The  balance  of  the  deficiency  results  from  grants  provided  by  the  Board  to  fund  the  dairy 
cost  study.  The  Board  has  decided  to  fund  these  annual  costs  with  net  assets. 

Items  formerly  disclosed  in  Schedule  1  to  the  financial  statements  are  now  disclosed  in  Note  7. 


AUDITOR 
GENERAL 


Alberta 


AUDITOR'S  REPORT 


To  the  Members  of  the  Alberta  Dairy  Control  Board 

I  have  audited  the  statement  of  financial  position  of  the  Alberta  Dairy  Control  Board  as  at 
March  31,  1998  and  the  statements  of  operations,  changes  in  net  assets  and  changes  in  financial 
position  for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the  Board's 
management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on 
my  audit. 

I  conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  I  plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis, 
evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

The  Board  is  required  to  follow  the  corporate  government  accounting  policies  and  reporting 
practices  established  by  Alberta  Treasury,  including  the  following  policy  that  is  an  exception 
from  generally  accepted  accounting  principles.  As  disclosed  in  Note  11,  accommodation  and 
certain  other  administration  costs  incurred  by  government  in  the  operation  of  the  Board  have  not 
been  included  in  the  Board's  expenses.  These  costs  are  recorded  by  the  government  departments 
that  paid  the  expenses  on  behalf  of  the  Board. 

In  my  opinion,  except  for  the  effects  of  the  failure  to  record  certain  costs  as  described  in  the 
preceding  paragraph,  these  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  Board  as  at  March  31,  1998  and  the  results  of  its  operations  and  the 
changes  in  its  financial  position  for  the  year  then  ended  in  accordance  with  generally  accepted 
accounting  principles. 


-LLLLUA  FCA 

Auditor  General 


Edmonton,  Alberta 
May  22,  1998 


ALBERTA  DAIRY  CONTROL  BOARD 


STATEMENT  OF  FINANCIAL  POSITION 
AS  AT  MARCH  31,  1998 


1998  1997 


Budget 

Actual 

Actual 

(Note  18) 

(Note  20) 

ASSETS 

Current: 

Cash  (Note  4) 

$      1,076,881  ! 

S  1,025,865 

$  1,237,826 

Restricted  cash  (Note  4) 

3,000,000 

3,643,051 

5,033,265 

Due  from  processors,  producers 

and  others  (Note  5) 

300,000 

4,691,451 

3,748,572 

Prepaid  expenses 

5,000 

685 

4,376,881 

9,365,367 

10,020,348 

Capital  assets  (Note  6) 

78,522 

82,582 

77,022 

$      4,455.403      $      9.447,949      $  10.097.370 


LIABILITIES  AND  NET  ASSETS 


Current: 


Due  to  producers 

Accounts  payable 

Current  portion  of  obligation  under 

capital  leases  (Note  8) 
Deferred  contributions  (Note  7) 

$  100,000 
245,892 

3,800 
3,000,000 

$  245,540 
243,230 

7,987,317 

$  120,000 
235,126 

3,571 
8,556.579 

3,349,692 

8,476,087 

8,915.276 

Obligation  under  capital  leases  (Note  8) 
Pension  liability  (Note  9) 

1,752 
120,000 

78.866 

5,552 
122.583 

3,471,444 

8.554,953 

9,043,411 

Net  assets 

983,959 

892,996 

1,053,959 

$  4.455.40? 

$  9,447.949 

$  10.097,370 

The  accompanying  notes  are  part  of  these  financial  statements. 
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ALBERTA  DAIRY  CONTROL  BOARD 


STATEMENT  OF  OPERATIONS 

FOR  THE  YEAR  ENDED  MARCH  31.  1998 

 1998    1997 

Budget   Actual   Actual 

(Note  18)  (Notes  3  and  20) 

REVENUE 

Producer  assessments                                      $       432,000       $       443,583  $  437.480 


Processor  assessments 

216,000 

221,352 

218.187 

Feta  cheese  assessment  (Note  10) 

427,700 

309,914 

253.486 

Government  contribution  to  administration 

costs  (Note  11) 

139,000 

157.000 

139.000 

Other  income 

4,000 

2,175 

2.430 

Quota  exchange  receipts 

m 

1,183,967 

1.343,466 

Restricted  revenue  (Note  7) 

Milk  price  equalization  pool 

_ 

54.936,859 

48,031,144 

Milk  promotion  assessment 

_ 

5,194.691 

4,456.154 

Alberta  Milk  Producers  membership  assessment 

837,693 

707.240 

Nutrition  education  assessment 

_ 

364.980 

356.490 

1,218,700 

63.652.214 

55,945,077 

EXPENSE 

Salaries  and  benefits  (Note  13) 

580,000 

573,266 

502.977 

Feta  cheese  assistance  (Note  10) 

427,700 

428,946 

253,486 

Travel  and  conference  fees 

123,000 

137,469 

108.320 

Investigation  (Note  12) 

15,000 

7.308 

102,705 

General  office 

64,500 

67,994 

56,270 

Grants 

35,000 

27,578 

33.966 

Data  processing 

20,000 

22,754 

35,313 

Amortization  of  capital  assets 

23,500 

29,672 

28,576 

Quota  exchange  payment 

1,183,967 

1,343,527 

Restricted  expenses  (Note  7) 

Milk  price  equalization  pool 

54,936,859 

48,031.144 

Alberta  Milk  Producers  -  promotion 

5.194.691 

4,456,154 

-  membership 

837,693 

707,240 

Dairy  Nutritional  Council  of  Alberta 

364.980 

356.490 

1,288,700 

63,813,177 

56,016.168 

Deficiency  of  revenue  over 

expense  for  the  year 

$  (70.000) 

$       (160.963J  $ 

(71.091) 
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ALBERTA  DAIRY  CONTROL  BOARD 


Deficiency  of  revenue 
over  expense  for 
the  year 

Disposal  of  capital  assets 

Purchase  of  capital  assets 

Amortization  of  capital  assets 

Balance  at  end  of  year 


STATEMENT  OF  CHANGES  IN  NET  ASSETS 
FOR  THE  YEAR  ENDED  MARCH  31.1998 
1998 


1997 


Total 


Total 


Invested  in  Restricted 
Capital  for  Quota 

Assets  Exchange  Unrestricted 

(Note  14) 

Balance  at  beginning  of  year        $       77,022     $       11,743     $      965,194     $     1,053,959     $  1,125,050 


(11,469) 
46,701 
(29,672) 


(160,963) 
11,469 
(46,701) 
29,672 


(160,963) 


(71,091) 


82,582  $ 


11,743     $      798,671  $ 


892,996     $  1,053.959 
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ALBERTA  DAIRY  CONTROL  BOARD 
STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 


FOR  THE  YEAR  ENDED  MARCH  31.  1998 


1998  1997 


Budget 

Actual 

Actual 

/"X  T    a       1  O  \ 

(Note  18) 

(Note  20) 

Operating  activities: 

Deficiency  oi  revenue  over  expense 
for  the  year 

Add  (deduct)  non-cash  charges: 
Amortization  of  capital  assets 
Decrease  in  pension  liability 
Loss  on  disposal  of  capital  assets 

$  (70,000) 

23,500 
(2,583) 

$  (160,963) 

29,672 
(43,717) 
2,346 

$  (71.091) 

28.576 
(21,316) 

(49,083) 

(172,662) 

(63,831) 

Net  change  in  non-cash  operating  working 
capital  items  (Note  15) 

(83,291) 

(1,382,812) 

4,771,299 

Net  cash  provided  by  (applied  to) 
operating  activities 

(132,374) 

(1,555,474) 

4.707,468 

Investing  activities: 

Purchase  of  capital  assets 

Proceeds  from  disposal  of  capital  assets 

(25,000) 

(46,701) 
9,123 

(54,963) 

Net  cash  applied  to  investing  activities 

(25,000) 

(37,578) 

(54,963) 

Financing  activity: 

Decrease  in  obligation  under  capital  leases 

(3,571) 

(9,123) 

(3,207) 

Net  increase  (decrease)  in  cash 

(160,945) 

(1.602,175) 

4.649,298 

Cash  at  beginning  of  year 

1,237,826 

6,271,091 

1,621,793 

Cash  at  end  of  year 

$  1.076,881 

$  4.668.916 

$  6.271,091 

Represented  by: 
Cash 

Restricted  cash 

$  1,025,865 
3,643,051 

$  1.237,826 
5,033,265 

$  4,668.916       $  6.271.091 
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ALBERTA  DAIRY  CONTROL  BOARD 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31.  1998 


Note  1      Authority  and  Purpose 

The  Alberta  Dairy  Control  Board  (the  "Board")  operates  under  the  authority  of  the 
Dairy  Board  Act,  Chapter  D-l,  Revised  Statutes  of  Alberta  1980,  as  amended. 

The  Board  was  established  to  control  and  regulate  the  sale  of  milk  in  Alberta.  Its 
responsibilities  cover  all  three  sectors  of  the  dairy  industry  including  fluid  milk, 
industrial  milk  and  cream. 


Note  2      Significant  Accounting  Policies  and  Reporting  Practices 

(a)  Capital  Assets 

Capital  assets  are  recorded  at  cost  less  accumulated  amortization.  Leases 
transferring  substantially  all  of  the  benefits  and  risks  of  ownership  of  property  are 
accounted  for  as  acquisitions  of  capital  assets  financed  by  long-term  obligations. 

Capital  assets,  other  than  equipment  under  capital  leases,  are  amortized  over  the 
estimated  useful  lives  of  the  assets  on  a  declining  balance  basis  at  the  following 
rates: 

Software  development  30% 
Computer  hardware  and  equipment  20  -  30% 

In  previous  years,  amortization  was  calculated  on  a  straight  line  basis  and  the 
impact  of  the  change  to  the  declining  balance  method  is  not  considered  significant. 
Amortization  expense  of  prior  years  has  not  been  restated  to  reflect  the  change  in 
methodology. 

(b)  Pension 
Liability 

Pension  liability  includes  the  portion  of  unfunded  pension  liability  for  the  Public 
Service  Pension  Plan  and  the  Management  Employees'  Pension  Plan  incurred  on 
behalf  of  the  Board's  employees. 


-  12  - 


Note  2      Significant  Accounting  Policies  and  Reporting  Practices  (continued) 
Costs 


Pension  costs  comprise:  the  cost  of  pension  benefits  earned  by  employees  during 
the  year;  interest  on  the  Board's  share  of  the  unfunded  pension  liability;  the 
amortization  of  deferred  adjustments  over  the  expected  average  remaining  service 
life  of  employees  which  relate  to  the  long  term;  adjustments  to  the  pension  liability 
recognized  immediately  if  there  is  reasonable  assurance  that  a  gain  or  loss  has  been 
realized;  and  the  effect  of  the  change  in  the  ratio  used  to  allocate  the  plan's  total 
unfunded  liability  to  participating  entities.  The  net  expense  or  recovery  is  included 
as  part  of  salary  and  benefits. 


(c)  Revenue  Recognition 


Funds  collected  in  the  operation  of  price  equalization  pools  or  under  various 
agreements  are  restricted  contributions  subject  to  externally  imposed  stipulations 
that  specify  the  purpose  for  which  the  funds  are  to  be  used.  Restricted 
contributions  are  recognized  as  revenue  in  the  period  in  which  the  related  expenses 
are  incurred.  Restricted  contributions  received  for  future  expenses  are  deferred 
until  that  future  period  when  they  are  transferred  to  revenue. 

The  deferred  contributions  balance  reported  on  the  statement  of  financial  position 
represents  the  amount  of  restricted  contributions  that  are  related  to  expenses  of 
future  periods. 

Note  3      Change  in  Accounting  Policy 
Restricted  Contributions 

In  prior  years,  externally  restricted  contributions  were  recorded  as  trust  assets  and 
liabilities  when  received.  During  the  year,  the  Board  changed  its  method  of  accounting 
for  externally  restricted  contributions  in  accordance  with  the  policy  described  in 
Note  2.  This  change  has  been  applied  retroactively  with  restatement  of  prior  year 
amounts.  The  change  has  had  the  effect  of  increasing  revenue  by  $61,334,223  (1997 
$53,551,028)  and  increasing  expenses  by  $61,334,223  (1997  $53,551,028). 
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Note  4 


Cash 


Cash  consists  of  deposits  in  the  Consolidated  Cash  Investment  Trust  Fund  (the 
"Fund")  of  the  Province  of  Alberta.  The  Fund  is  invested  primarily  in  securities 
maturing  in  less  than  one  year  which  are  either  issued  or  guaranteed  by  the  Canadian 
federal  and  provincial  governments,  deposits  given  by  or  guaranteed  by  chartered 
banks,  or  short-term  investment-grade-quality  notes  of  Canadian  corporations. 
Interest  is  earned  on  the  daily  cash  balance  at  the  average  rate  or  earnings  of  the  Fund 
which  varies  depending  on  prevailing  market  interest  rates.  Interest  earned  on  cash 
accounts  is  credited  directly  to  the  Department  of  Treasury  of  the  Province  of  Alberta 

Restricted  cash  represents  unspent  contributions  collected  in  the  operation  of  price 
equalization  pools  and  other  various  agreements  which  are  subject  to  externally 
imposed  restrictions. 


Note  5      Due  from  Processors,  Producers  and  Others 


1998  1997 


Assessments  and  equalization                                           $4,426,830  $3,629,071 

Quota  Exchange  245,504  118,560 
Department  of  Agriculture,  Food  and  Rural  Development  18,000 

Others                                                                             1.117  941 

$4.691.451  $3.748.572 


Note  6      Capital  Assets 

 1998   1997 

Accumulated 

Cost       Amortization  Net  Net 

Software  development                    $187,919           $159,079  $28,840  $22,525 

Computer  hardware  &  equipment        109,480              55,738  53,742  46,225 

Equipment  under  capital  leases   ^_   =_   z—  8.272 

$297.399           $214.817  $  82.582  $  77.022 
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Note  7     Deferred  Contributions 


Deferred  contributions  represent  unspent  contributions  externally  restricted  for  price 
equalization,  milk  promotion,  nutrition  education,  and  Alberta  Milk  Producers  Society 
membership  purposes. 


1998  1997 

Contributions  received: 

Milk  price  equalization  pool                      $54,266,569  $53,628,607 

Milk  promotion                                        5,273,161  4,468,814 

Alberta  Milk  Producers  membership                  859,857  712,310 

Nutrition  education                                      365.374  357.509 

60.764.961  59.167.240 

Transferred  to  revenue: 

Milk  price  equalization  pool                        54,936,859  48,031,144 

Milk  promotion                                         5,194,691  4,456,154 

Alberta  Milk  Producers  membership                 837,693  707,240 

Nutrition  education                                      364.980  356.490 

61.334.223  53.551.028 

Increase  (decrease)  during  the  year                     (569,262)  5,6 1 6,2 1 2 

Deferred  contributions  at  beginning  of  year           8.556.579  2.940.367 

Deferred  contributions  at  end  of  year                $7.987.317  $8.556.579 

The  balance  consists  of  funds  restricted  for: 

Milk  price  equalization  pool                         $7,403,797  8,074,087 

Milk  promotion                                          467,245  388,775 

Alberta  Milk  Producers  membership                    84,775  62,611 

Nutrition  education                                       31.500  31.106 

$7.987.317  $8.556.579 


Under  Section  24  of  the  Dairy  Board  Regulation,  the  Board  operates  a  price 
equalization  pool  whereby  all  revenues  generated  from  the  processing  and  sale  of  milk 
within  Alberta  are  shared  by  all  Alberta  producers  in  accordance  to  their  quota 
holdings. 
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Note  7    Deferred  Contributions  (continued) 


Effective  August  1,  1995,  the  Board  entered  into  an  arrangement  with  the  signatories 
of  the  National  Milk  Marketing  Plan.  This  arrangement  provides  for  the  pooling  of 
revenues  from  sales  of  milk  components  in  special  classes  of  milk  used  to  service 
domestic  and  external  markets.  The  Special  Class  Pool  is  administered  by  the  Canadian 
Dairy  Commission  (CDC).  Based  on  each  province's  monthly  special  class  sales,  the 
CDC  will  either  distribute  revenue  or  require  a  contribution  to  the  national  revenue 
pool. 

Effective  March  1,  1997  four  provinces,  Alberta,  British  Columbia,  Saskatchewan,  and 
Manitoba,  and  the  Canadian  Dairy  Commission  entered  into  the  Western  Milk  Pooling 
Agreement.  The  purpose  of  the  agreement  is  to  extend  the  pooling  arrangements  within 
each  of  the  provinces  so  that  all  milk  revenue  is  pooled  among  producers  in  all  four 
provinces,  as  if  the  western  provinces  constituted  a  single  market.  Based  on  each 
province's  monthly  sales,  the  CDC  will  either  distribute  revenue  or  require  a 
contribution  to  the  Western  Milk  Pool. 


The  Board  collects  assessments  for  milk  promotion,  Alberta  Milk  Producers  Society 
membership  and  nutrition  education.  Through  agreement,  funds  are  disbursed  to 
Alberta  Milk  Producers  and  the  Dairy  Nutrition  Council  of  Alberta  to  conduct  the 
Board  approved  activities. 

Note  8     Obligation  Under  Capital  Leases 

The  obligation  under  capital  leases  consists  of  the  following: 


1998  1997 

Present  value  of  net  minimum  lease  payments             $       -  $9, 123 

Less  current  portion   ^_  3.571 

Long-term  portion                                              $  $5.552 

During  the  year,  the  equipment  under  capital  leases  was  returned  as  settlement  for  the 
remaining  lease  obligations. 
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Note  9 


Pension  Liability 


The  Board  participates  with  other  employers  in  the  Public  Service  and  Management 
Employees'  pension  plans.  These  plans  provide  pensions  for  the  Board's  employees 
based  on  years  of  service  and  earnings. 

The  Board  had  an  unfunded  pension  liability  for  each  plan  as  at  March  3 1 ,  which  was 
estimated  as  follows: 

1998  1997 
Management  Employees' Pension  Plan  $66,689  $108,426 

Public  Service  Pension  Plan  12.177  14.157 

$78.866  $122.583 


The  total  unfunded  pension  liability  for  each  plan  as  at  March  31,  1998  was 
determined  by  actuarial  valuations  as  at  December  31,  1995  for  the  Public  Service 
Pension  Plan  and  as  at  December  31,  1996,  for  the  Management  Employees'  Pension 
Plan,  both  extrapolated  to  March  31,  1998. 

The  actuarial  valuations  were  determined  using  the  projected  benefit  method  prorated 
on  service.  Assumptions  used  in  the  valuations  are  based  on  each  Pension  Board's 
best  estimate  of  future  events.  Each  Plan's  future  experience  will  inevitably  vary, 
perhaps  significantly,  from  the  assumptions.  Any  differences  between  the  actuarial 
assumptions  and  future  experience  will  emerge  as  gains  or  losses  in  future  valuations 
and  will  be  amortized  over  the  expected  average  remaining  service  life  of  the  employee 
group.  Gains  or  losses  for  which  there  is  reasonable  assurance  regarding  their 
measurement  and  realization  are  recognized  as  income  immediately. 

The  Public  Sector  Pension  Plans  Act  specifies  the  basis  to  determine  the 
amount  of  the  total  unfunded  liability  for  each  plan  which  will  be  funded  by 
employers.  The  Board's  portion  of  those  employers'  liabilities  was  based  on 
the  Board's  percentage  of  the  total  pensionable  payroll  of  all  employers  in  each 
Plan. 
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Note  10    Feta  Cheese  Assistance 


The  feta  cheese  program  was  established  by  the  Board  to  help  Alberta  processors 
compete  with  lower  priced  milk  and  feta  cheese  products  processed  outside  of 
Alberta.  This  program  is  funded  by  a  specific  assessment  on  producers.  Processor 
payments  concluded  June  1,  1997.  Producer  assessments  continued  throughout  the 
period. 

Note  1 1     Related  Party  Transactions 
Administration  costs 

In  addition  to  a  grant  from  the  Department  of  Agriculture,  Food  and  Rural 
Development  of  $157,000  (1997  $139,000),  the  Province  of  Alberta  assumes  the  cost 
of  the  following: 

-  Administration  services,  including  legal,  audit,  and  personnel  services;  and 

-  Accommodation  costs,  including  office  space,  basic  utilities,  repairs,  maintenance, 
RITE  telephone  system,  office  furniture  and  certain  office  equipment.  This  cost  has 
been  estimated  at  $55,300  (1997  $63,200).  These  services  have  been  provided  by 
the  Department  of  Public  Works,  Supply  and  Services. 

Note  12     Investigation  and  Contingent  Liability 

During  the  year,  the  Board  continued  its  investigations  into  certain  non-licensed 
producers  and  processors.  Criminal  and  civil  charges  were  commenced  in  1996  against 
these  producers  and  a  processor  under  the  Canadian  Dairy  Commission  Act  and  the 
Dairy  Board  Act. 

In  obtaining  a  court  injunction  in  February  1997  against  the  producers,  the  Board  has 
guaranteed  to  pay  damages  if  the  producers  are  found  not  guilty.  As  these  proceedings 
are  ongoing,  the  potential  outcome  is  not  determinable  and,  as  a  result,  an  estimate  of 
loss  to  the  Board  cannot  be  made. 
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Note  13    Salaries  and  Benefits 


1998 


1997 


Chairman  of  the  Board 

Board  Members 

Policy  Committee  Members 

Managing  Director 

Senior  Business  and 
Financial  Analyst 

Other  Salaried  Staff  (average 

1998  $37,852 

1997  $36,085) 
Non-salaried  staff45 

Long-term  Disability  Staff 

Vacation  Pay  Accrual 
Adjustment 

Decrease  in 
Pension  Liability 


Number  of 
Individuals 

1.0 
4.0 
8.0 
1.0 
1.0 


Salaries 
$84,144 

21,590 

2,263 

73,259 

59.064 


(i  i 


7.5(3)  244,332 
32.258 


Benefits  and 
Allowances^ 

$13,647 


12.580 
10.811 


8.962 


12,137 


Total 


$97,791 
21,590 
2,263 
85,839 
69.875 


39,559  283.891 
2.377  34,635 


8.962 


12.137 


Number  of 
Individuals  Total 


1.0 
4.0 
8.0 
1.0 
1.0 


$88,258 
15,664 
3.219 
80,070 
61,962 


(43,717)  (43.717) 


6.5(3)  234,163 
33,996 
8,951 

(1,990) 

(21,316) 


$516.910 


$56.356 


$573.266 


$502.977 


(1)  Salaries  include  regular  base  pay,  bonuses,  overtime,  lump  sum  payments,  honoraria,  and  any  other  direct  cash 
remuneration. 

(2)  Benefits  and  allowances  includes  the  Board's  share  of  all  employee  benefits  and  contributions  or  payments 
made  on  behalf  of  employees  including  pension,  health  care,  dental  coverage,  out  of  country  medical  benefits, 
group  life  insurance,  accidental  disability  and  dismemberment  insurance,  long  and  short-term  disability  plans, 
professional  memberships  and  tuition. 

(3)  Number  of  individuals  is  stated  in  terms  of  full-time  equivalents. 

<4)    Non-salaried  staff  includes  all  w  age  staff  and  others  remunerated  on  an  hourly  basis. 


Note  14    Restrictions  on  Net  Assets 

The  Board  has  internally  restricted  net  assets  on  quota  exchange  transfers.  These  net  assets 
will  be  used  to  cover  any  future  quota  exchange  transaction  deficiencies. 
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Note  15 


Net  Change  in  Non-cash  Working  Capital 

Net  change  in  non-cash  working  capital  comprises: 


1998 


1997 


Due  from  processors,  producers  and  others 


$  (942,879) 


$  (776,211) 
(685) 


Prepaid  expenses 
Due  to  producers 


(4,315) 
125,540 
(569,262) 
8.104 


(210,620) 
5,616,212 
142.603 


Deferred  contributions 
Accounts  payable 


$(1.382.812) 


$4.771.299 


Note  1 6     Operating  Lease  Commitment 

During  the  year,  the  Board  entered  into  operating  leases  for  certain  office  equipment.  The 
minimum  lease  payments  for  the  next  five  years  are  as  follows: 


Further  to  a  Ministerial  Order  issued  by  the  Provincial  Treasurer  on  May  13,  1998,  the 
Board  is  designated  as  a  depositor  to  the  Consolidated  Cash  Investment  Trust  Funds, 
effective  on  April  1,  1998.  The  effect  of  this  Order  is  that  all  investment  income  earned 
on  the  Board's  deposits  will  now  flow  to  the  Board. 

Previously,  the  Department  of  Agriculture,  Food  and  Rural  Development  was 
designated  as  the  depositor  and  investment  income  was,  therefore,  not  distributed  to 
the  Board. 


The  1997-98  budget  was  approved  by  the  Board  of  Directors  on  June  9,  1997. 


1999 
2000 
2001 
2002 
2003 


$10,600 
$  9,800 
$  6,700 
$  1,700 
$  1,700 


Note  1 7     Subsequent  Event 


Note  18  Budget 
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Note  19 


Uncertainty  Due  to  the  Year  2000 


The  year  2000  issue  is  the  result  of  some  computer  programs  being  written  using  two 
digits  rather  than  four  to  define  the  applicable  year.  Board  computer  programs  that 
have  date  sensitive  software  may  recognize  a  date  using  "00"  as  the  year  1 900  rather 
than  the  year  2000,  which  could  result  in  miscalculations  or  system  failures.  In 
addition,  similar  problems  may  arise  in  some  systems  if  certain  dates  in  1999  are  not 
recognized  as  a  valid  date  or  are  recognized  to  represent  something  other  than  a  date. 
The  effects  of  the  year  2000  issue  may  be  experienced  before,  on,  or  after 
January  1,  2000.  If  not  addressed,  the  effect  on  operations  and  financial  reporting  may 
range  from  minor  errors  to  significant  systems  failure  that  could  affect  the  ability  to 
conduct  some  Board  operations. 

The  Board  is  currently  working  to  resolve  the  potential  effect  of  the  year  2000  on  the 
processing  of  date  sensitive  information  by  the  Board's  computerized  information 
systems  in  a  timely  manner.  The  costs  of  addressing  potential  problems  by  modifying, 
replacing  or  retiring  significant  portions  of  computerized  information  systems  are 
notexpected  to  have  a  material  adverse  effect  on  the  Board's  financial  condition. 
Despite  the  Board's  efforts  to  address  this  issue,  it  is  not  possible  to  be  certain  that  all 
aspects  of  the  year  2000  problem  affecting  the  Board,  including  those  related  to  the 
efforts  of  customers,  suppliers  and  other  third  parties  will  be  fully  resolved. 


The  1997  figures  have  been  restated  where  necessary  to  conform  to  the  1998 
presentation. 


Note  20 


Comparative  Figures 


Note  21 


Approval  of  Financial  Statements 


These  financial  statements  were  approved  by  management. 
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BUSINESS  PLAN 
1998/99  to  2000/0! 


Summary 

The  Dairy  Board  Act  sets  out  the  regulatory  powers  of  the  board  to  "control  and  regulate  the  sale 
of  milk  in  Alberta. " 

Alberta  has  1,100  dairy  producers.  The  gross  value  of  raw  milk  is  $340  million  annually.  The 
dairy  industry  has  a  positive  impact  on  the  service  industry.  The  sale  of  dairy  animals  contribute  8- 
1 0  percent  of  the  overall  Alberta  beef  industry.  Alberta  has  20  dairy  processing  plants,  owned  and 
operated  by  13  companies.  The  wholesale  value  of  processed  dairy  products  total  $690  million, 
more  than  double  the  value  of  raw  milk.  All  Alberta  produced  milk  is  further  processed  in  Alberta. 

Board  revenue  is  received  as  follows:  55  percent  by  producers,  27  percent  by  processors  and  18 
percent  in  the  form  of  an  Alberta  Government  grant. 

Alberta  is  a  member  of  the  National  Milk  Marketing  Plan  and  is  represented  at  the  Canadian  Milk 
Supply  Management  Committee  meetings  by  the  Board  Chairman  and  two  industry 
representatives.  Currently,  Alberta  is  the  third  largest  dairy  province,  currently  holding  6.3  percent 
of  the  Canadian  industrial  milk  quota.  This  represents  a  shortfall  of  production  potential  compared 
to  our  population. 

Interprovincial  trade  barriers  between  Saskatchewan,  Alberta  and  British  Columbia  have  been 
removed.  Alberta-processed  fluid  milk  is  being  sold  in  British  Columbia  and  Saskatchewan.  The 
Board  has  been  instrumental  in  facilitating  interprovincial  trade. 

Other  organizations  rely  on  the  Board's  audit  function  to  verify  data  accuracy.  The  audit  function 
also  ensured  accurate  producer  payment.  Agencies  such  as  Statistics  Canada  and  the  Canadian 
Dairy  Commission  use  information  provided  by  the  Dairy  Board,  eliminating  duplication  and 
improving  information-gathering  efficiency. 

A  provincial  milk  equalization  payment  system  is  operated  by  the  Board.  This  procedure  depends 
on  a  high  level  of  cooperation  between  processors  and  the  Board.  Very  tight  time  lines  are 
maintained  to  equalize  $27  million  in  monthly  payments  between  processors  who,  in  turn,  make 
payments  to  producers. 

The  Board  provides  the  registry  for  all  quota  records  in  Alberta.  The  Board  administers  quota 
transfers  that  often  involve  lender  security,  assignment  of  producers  to  specific  processors  for 
payment,  and  collection  of  levies  as  the  agent  for  the  Canadian  Dairy  Commission. 

Producers  and  processors  also  benefit  from  management  extension  services  offered  by  Board 
staff. 
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Mandate 


"To  ensure  an  adequate  supply  of  safe  quality  dairy  products  are  available  to  consumers  at 
reasonable  prices  by  ensuring  that  policies  and  services  support  a  profitable,  competitive  market- 
driven  Alberta  dairy  industry." 

Roles  and  Responsibilities 

The  Alberta  Dairy  Control  Board  is  in  the  business  of  agriculture  and  food  industry  development 
Orderly  application  of  matching  production  to  consumer  demand  ensures  a  stable  market  and 
stable  price.  The  Board  acts  as  the  industry  referee  by  providing  an  appeal  mechanism  for 
producers,  processors,  consumers  and  government.  Development  of  policies  in  consultation  with 
industry  fosters  a  competitive,  market-driven  dairy  industry  and  encourages  value-added 
processing  in  Alberta. 

Dairy  farmers,  processors,  consumers,  lending  institutions,  milk  haulers,  distributors,  food 
retailers,  provincial  government  departments,  federal  government  departments  and  agencies  and 
educational  research  institutions  are  clients  of  the  Board. 


Industry  Needs  and  Opportunities 

Alberta  processors  process  100  percent  of  the  raw  milk  and  cream  produced  in  the  province.  The 
farm  gate  value  is  $340  million,  the  wholesale  value  of  processed  dairy  products  exceeds  $690 
million.  Competitive  forces  within  Canada  challenge  the  industry  to  process  products  that  are  in 
higher  consumer  demand.  Alberta  has  many  natural  advantages  for  expanded  production  and 
value-added  processing. 

Alberta  producers  are  among  the  most  efficient  in  Canada.  Average  herd  size  and  production  per 
cow  is  nearly  the  highest  in  the  country,  comparable  only  with  British  Columbia. 

Alberta  has  a  disproportionately  smaller  share  of  the  National  quota  for  industrial  milk  compared 
to  our  population.  Moderate  growth  opportunities  exist  if  we  are  successful  in  negotiating  more 
market  share  quota  for  Alberta  producers. 

Processor  efficiency  suffers  from  lack  of  scale  and  increased  distribution  cost  in  comparison  to 
Ontario  and  Quebec  processors.  We  must  encourage  increased  plant  throughput  and  ensure 
processing  and  distribution  costs  are  not  unnecessarily  increased  by  demands  of  government. 

Producers  benefit  from  an  independent  agency  that  has  access  to  client  confidential  records  to 
ensure  accurate  and  timely  payment. 
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The  Board  will  continue  to  strive  to  simplify  the  quota  administration  and  reduce  cost  to  industry. 

Additional  market  opportunities  exist  for  producers  and  processors.  Increased  market  access  has 
been  negotiated  under  GATT.  An  Optional  Export  Program  is  now  available  for  producers  and 
processors  without  the  constraints  of  the  quota  system.  A  system  of  pooling  special  class  market 
returns  will  replace  the  majority  of  the  levy  system. 

Programs  and  Services 

The  Dairy  Control  Board  acts  as  the  industry  referee.  Alberta  is  unique  in  Canada  in  that  we  have 
an  operating  structure  that  brings  producers  and  processors  together  on  a  routine  basis  to  discuss 
industry  issues  and  make  recommendations  to  the  Dairy  Control  Board.  By  performing  this  role, 
we  will  minimize  the  conflict  and  turmoil  experienced  in  other  provinces. 

The  Board  provides  an  appropriate  appeal  mechanism  for  producers,  processors,  consumers  and 
government.  With  strong  enabling  legislation,  the  Board  can  provide  services  which  limits 
unnecessary  legal  costs  and  court  challenges. 

Interprovincial  trade  is  important  to  Alberta.  The  Board  must  assist  in  facilitating  complete 
removal  of  all  interprovincial  trade  barriers  for  milk  and  milk  products. 

To  ensure  accurate  producer  returns,  processor  records  are  audited.  Board  staff  provide  technical 
assistance  to  producers  and  processors  on  payment  procedures.  In  addition,  the  Board  offers 
liaison  with  the  Canadian  Dairy  Commission  respecting  payment,  special  class  pooling  and  levy 
deductions. 

A  market-responsive  dairy  industry  will  be  competitive.  Deregulation  that  stimulates  a  more 
competitive  market  driven  industry  while  providing  an  orderly  transition  period  is  a  goal  The 
deregulation  process  must  continue.  Change  can  be  managed  to  prevent  short-term  economic 
disruptions. 

The  Board  provides  service  to  the  industry  by  calculating  producer  payment  through  a  price 
equalization  pool. 

The  Board  sets  the  farm  gate  price  of  industrial  milk.  In  addition,  the  Board  administers  the 
producer  price  of  milk  as  set  by  the  Energy  and  Utilities  Board  under  authority  of  the  Dairy- 
Board  Act. 

Milk  allocation  to  processors  to  achieve  the  highest  possible  producer  returns  from  the  highest 
value-added  processing  is  a  Board  responsibility. 

The  Board  is  responsible  for  issuing  fluid  quota  (liquid  milk)  and  market  share  quota  (industrial) 
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to  producers.  As  part  of  the  service,  the  Board  maintains  a  registry  of  licensed  producers,  quota 
allotments,  security  documents  on  behalf  of  producers  and  lenders,  collects  data  and  supplies 
statistics  to  the  Canadian  Dairy  Commission,  Statistics  Canada,  Alberta  government  agencies  and 
the  dairy  industry. 

Regional  pooling,  quota  movement  and  administration  is  a  long  term  goal. 
Measurable  Results 

Industry  referee  -  all  issues  are  addressed  immediately,  with  courtesy  and  with  widest  possible 
input  to  arrive  at  a  fair  and  reasonable  resolution. 

Appeal  board  -  all  appeals  are  received  in  writing  and  are  reviewed  by  the  Board  at  the  earliest 
date  the  information  is  available.  Personal  appearances  before  the  Board  are  available. 

Interprovincial  trade  -  all  restrictions  on  the  movement  of  milk  or  milk  products  out  of 
Alberta  have  been  removed.  Processors  pay  the  appropriate  Alberta  class  price.  Any  processor 
who  wants  to  move  product  in  or  out  of  Alberta  receives  complete  cooperation  providing 
accurate  accounting  for  the  product  is  maintained.  Regional  pooling,  quota  movement  and 
administration  is  a  long-term  goal. 

Audit  -  processor  and  producer  records  are  examined  in  sufficient  detail  and  any  necessary 
adjustments  are  made  to  achieve  accurate  payment. 

Deregulation  -  opportunities  to  further  deregulate  aspects  of  the  dairy  industry  will  be  pursued. 
Preparing  the  industry  for  more  global  trade  requires  simplification  of  regulations. 

Producer  payment  -  all  producers  are  accurately  paid. 

Milk  pricing  -  adjustments  are  made  to  the  price  of  industrial  milk  to  provide  adequate 
producer  return  and  keep  the  Alberta  further  processing  industry  competitive. 

Milk  allocation  -  the  cascading  demand  principle  be  implemented  in  a  manner  that  generates 
the  highest  possible  producer  returns. 

Quota  administration  -  respond  to  market  demand  by  allotting  quota  in  sufficient  quantities  to 
bring  about  an  adequate  supply  of  fresh  milk  to  meet  consumer  demand 
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Operations 


The  Board  is  composed  of  five  members  appointed  by  the  Lieutenant  Governor  in  Council. 
Policy  Committee  made  up  of  key  industry  and  government  personnel  provides  advice  to  the 
board  on  policy  issues. 

Alberta  is  a  member  of  the  National  Milk  Marketing  plan;  the  Chairman  of  the  Dairy  Control 
board  is  one  signatory.  Through  the  Canadian  Milk  Supply  Management  Committee,  the  Board 
provides  input  to  the  Canadian  Dairy  Commission  on  policy  matters  affecting  the  Alberta  dairy 
industry. 

An  administrative  staff  complement  of  10  is  employed  to  carry  out  Board  policies  and  procedures. 
Staff  expertise  includes  an  auditor,  business  analyst,  quota  systems  personnel,  key  punch  and 
administrative  support.  In-house  computer  capability  that  maintains  quota,  and  shipment  data, 
receives  and  disperses  electronic  data  with  outside  agencies  with  Internet  capabilities,  will  meet 
industry  needs  for  several  years. 


Financial  Plan 


($000) 

1996/97 

1997/98 

1998/1999 

1999/2000 

2000/2001 

Actual 

Forecast 

Estimate 

Projection 

Projection 

Revenue 

Transfers  from  the  Province 

139 

139 

149 

139 

139 

Producer  Assessments 

691 

864 

430 

430 

430 

Processor  Assessments 

218 

216 

221 

221 

221 

Other 

3 

Total  Revenue 

1,051 

1,219 

800 

790 

790 

Expenditure 

Dairy  Board  Operations 

1,122 

1,289 

800 

790 

790 

Total  Expenditures 

1,122 

1,289 

800 

790 

790 

Net  Surplus  (Expenditure) 

(71) 

(70) 

0 

0 

0 

NOTE:  A  deficit  budget  for  1996/97  and  1997/98  are  financed  from  Board  reserves  to  cover  unexpected  costs 
associated  with  an  ongoing  investigation  of  producers  and  processors  operating  without  licences  and 
additional  computer  purchases  associated  with  audit  activities. 
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Implementation,  Action  or  Work  Plans 

The  Board  must  maintain  an  impartial,  open  approach  that  permits  producers,  processors, 
consumers  and  government  to  have  issues  reviewed  and  resolved  in  a  cost-effective  manner. 

Policies  that  encourage  and  capture  growth  opportunities  must  be  developed.  Maintaining  and 
increasing  production  and  value-added  processing  is  a  priority.  Assist  organizations  who  are 
seeking  markets  beyond  provincial  boundaries  is  also  key. 

Information  gathering  and  data  transfer  must  be  accurate  and  timely.  Statistics  Canada, 
Agriculture  Canada,  Canadian  Dairy  Commission  and  Alberta  Agriculture,  Food  and  Rural 
Development  depend  on  the  integrity  of  the  Board's  data.  Audit  procedures  are  necessary  to 
verify  data  for  statistical  uses,  as  well  as  accurate  producer  payment. 

The  deregulation  process  must  continue  to  promote  a  competitive  market-driven  dairy  industry. 
Short-term  industry  and  price  stability  must  not  be  sacrificed  for  the  sake  of  deregulation  and 
change.  Supply  management  has  proven  to  be  an  effective  tool  in  ensuring  consumers  receive  a 
quality  product  on  a  continual  basis  at  stable  prices.  Industry  investment  in  production  and 
processing  facilities  is  indicative  of  the  stability  brought  about  by  supply  management. 

The  Dairy  Control  Board  is  currently  82  percent  industry-financed.  Complete  self  sufficiency  is  a 
reasonable  longer-term  goal,  providing  appropriate  enabling  legislation  is  in  place  Consistency  in 
terms  of  cost  recovery  compared  to  other  agriculture  sectors  is  a  reasonable  goal. 

Calculation  of  producer  payment  through  a  price  equalization  pool  is  a  key  function  of  the  Board 
It  is  a  reasonable  goal  to  create  a  regional  or  western  Canadian  system. 

Alberta  is  in  a  position  to  provide  pro  active  leadership  to  the  western  Canadian  dairy  industry. 
Managing  change  is  essential.  Using  the  existing  resources  and  expertise,  the  Board  can  service 
the  needs  of  producers,  processors,  consumers  and  government  in  meeting  future  challenges 

A  short  term  project  aimed  at  bringing  illegal  milk  producers  and  processors  within  the  law  is  a 
priority.  This  will  be  a  joint  venture  with  the  Canadian  Dairy  Commission,  Agriculture  Canada 
and  Alberta  Agriculture  Food  &  Rural  Development. 
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